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Abstract:
Purpose of this paper:
According to KPMG international (2015), global sales of automobiles are forecasted to 
reach 73.9 million vehicles and expected to hit 100 million units in the next two years. 
This shows that automotive sector has a tremendous growth potential and UK automotive 
sector is no different. However, in recent years the growing environmental awareness has 
become  a  major  concern  for  automotive  sector  as  they  are  faced  with  pressure  of 
reducing  carbon  emissions  as  well  as  the  costs.  Suppliers  play  a  significant  role  in 
achieving  environmental  goals  set  by  organisations.  Under  these  circumstances  it  is 
worth  exploring the  criteria  that  are  used in  assessing suppliers  including the  green 
aspects and how that affects the business performance.
Design/methodology/approach:
This  research  adopts  a  mixed  method  research  approach.  In  order  to  collect  the 
quantitative  data  a  survey  questionnaire  was  constructed  and  sent  to  automotive 
businesses listed in the FAME database. In order to triangulate the findings of this study, 
survey  was  complemented  with  in-depth  interviews.  Around  100  automotive 
manufacturers  were  invited  for  the  survey  however  only  38  usable  responses  were 
received. In total seven semi-structured interviews were also conducted with people from 
different backgrounds and work experiences in the automotive sector.
Findings:
Literature identified delivery, cost,  quality and technology as the supplier  assessment 
criteria commonly used in assessing suppliers in automotive industries. Yet the issue of 
culture and green supply chain practices (GSP) were also widely concerned in several 
studies. The data analysis showed that delivery, quality, cost,  technology, culture are 
correlated with exception of green supply chain practices. GSP was only found to be 
correlated  with  technology  and  cultural  criteria.  Semi-structured  interviews  suggest 
delivery and quality as the most important criteria when assessing supplier because of 
their  greater  impact  toward  business  performance  and  reputation.  Findings  from all 
respondents  also  showed that  most  automotive  manufacturers  have  already adopted 
environmental competency in their criteria. However, interviewees mentioned that this 
criterion does not take a major role in assessment compared with other criteria. The 
results  also  indicate  that  all  factors  studied  do  affect  the  business  performance  of 
automotive organisations.
Value:
This study contributes to the limited literature focused on assessing supplier selection 
criteria  and  business  performance  linkage  in  the  UK  automotive  organisations.  In 
addition, most studies on supplier selection and business performance ignore the green 
practices as important criteria which this study aims to address.
Research limitations/implications:
The study is based on the findings from a limited survey responses and semi-structured 
interviews. Having larger sample population would certainly improve the validity of the 
findings.  The perspective  of SMEs and large businesses with regard to each supplier 
selection criterion may be different hence the future research in this domain would also 
provide some valuable contributions.
Practical implications:
The survey responses indicate green supply practices as one of the important criteria in 
supplier  selection.  This  suggests  that  automotive  manufacturers  should  realize  the 
importance of green practices while selecting their suppliers. This will help them to meet 
their own green goals while simultaneously meeting the government environmental.
INTRODUCTION
According to KPMG international (2015), global sales of automobiles are forecasted to 
reach 73.9 million vehicles and expected to hit 100 million units in the next two years. 
This shows that global automotive sector has a tremendous growth potential  and UK 
automotive sector is no different. However, in recent years the growing environmental 
awareness has become a major concern for automotive sector as they are faced with 
pressure of reducing carbon emissions as well as the costs (Zhu, Sarkis and Lai, 2007; 
Holt and Ghobadian, 2009). As Zhu, Sarkis and Lai (2007) stated that the green supply 
chain management is a new approach to assist the firms to develop ‘win-win’ strategies 
to obtain profit and market share by reducing the environmental risks and become more 
ecological friendly. The reduction of carbon dioxide emissions is taken more seriously 
while the cost pressure on organisations may increase the risk of quality problems. With 
the changing regulatory requirements and shifting technological landscape, it is crucial 
for automotive industries to seek a balance to survive in this competitive market.
Suppliers play a significant role in achieving environmental goals set by organisations. 
The change in trend is directly affecting the procurement primarily due to necessities of a 
purchasing team to ensure that the cost control is well  managed. Thus, the supplier 
selection processes should be taken into consideration (Svensson, 2004). The purchasing 
is an important activity as most automobile companies rely on a number of suppliers for 
vital components of their products. In most industries, cost of purchased materials and 
parts can take up to 70% of the final cost (Ghodsypour and O'Brien, 1998). Hence, the 
purchasing team has to assess suppliers wisely to minimize the cost of the product to 
increase the margin for earning more revenues. A poor decision making in selecting right 
supplier may lead to severe problems (de Boer, Labro and Morlacchi, 2001). Under these 
circumstances  it  is  worth  exploring  the  criteria  that  are  used  in  assessing  suppliers 
including the green aspects and how that affects the business performance (Kannan and 
Tan, 2002).
The  purpose  of  this  research  therefore  is  to  investigate  how  the  supplier  selection 
impacts on organizational performance in an automotive industry. Previous studies have 
been performed on both supplier assessment and business performance from different 
aspects. However, a fewer number of studies have used cultural alignment and green 
supply chain practices in supplier assessment criteria. This research specifically focuses 
on investigating the impact of supplier selection on the organisational performance in the 
automotive industry. The next section reviews the literature around this area.
LITERATURE REVIEW
In a competitive global environment manufacturing sector plays a major role in many 
economies. Supplier selection has emerged as one of the critical factors to the success of 
organization, and in particular, organizational performance. Organizational performance is 
an indicator showing how well the business has done. Several researchers have therefore 
focused on the framework for supplier assessment and performance measurement on 
different aspects; some studied on the differences between countries, some focused on 
specific industry for instance automobile (Gnanasekaran, Velappan and Ayappan, 2010), 
electronics (Pearson and Ellram, 2015), software (Stewart, 1995), telecommunications 
(Önüt, Kara and Işik, 2009) and healthcare (Lambert, Adams and Emmelhainz, 1997). 
Since the automotive industry plays a key role as a major exporter in several countries, 
this study will focus on automobile’s supplier assessment and business performance. 
Purchasing and Supplier Assessment
In most organizations, the purchasing or procurement department exists as a backbone 
of  the  operations  where  the  significance  of  the  department  is  relatively  high  in 
manufacturing, retail and other industrial organizations. Purchasing has played a critical 
role in cost saving and operates cash-associated jobs as more than half  of the sales 
turnover is  often spent on purchased materials and service. Ghodsypour and O'Brien 
(1998) have stated that the cost of materials and components can take up to 70% of 
product in some cases. In general, the jobs of purchasing are (1) Maintaining the quality 
of  organization’s  product,  (2)  Preventing  cash  tie-up  in  inventory,  and  (3)  Procuring 
materials; might include bidding when associated with supplier assessment. Van Weele 
(2009)  highlights  that  healthy  relationship  with  suppliers  can  improve  the  financial 
position in short term and the competitive strategy in long term. 
There are several ways to choose suppliers and the assessment has changed throughout 
the time. The buying firm can either get single source or multiple sources of suppliers. 
Both sources have benefits and drawbacks and it depends on the type of purchasing. 
Potentiality having reliable suppliers is a key to successful purchasing (Pooler and Pooler, 
1997).  The  role  of  supplier  assessment  has  been  increasingly  gaining  attention  of 
researchers which is  evident from the research publications (Gunasekaran,  Patel  and 
McGaughey, 2004; Kannan and Tan, 2002). A number of organizations have increased 
the level of out-sourcing and rely on the supply chain as a competitive strategy (Choi and 
Hartley, 1996). Several approaches to assess suppliers have been followed over years 
including  offline  competitive  bids,  reverse  auctions,  and  direct  negotiation.  However, 
before assessing suppliers, a company should decide whether to use single source or 
multiple sources (Chopra and Meindl, 2013). After the lists of interesting suppliers have 
defined,  request  for  quotation  approach applies  to  get  the  price  from each  supplier. 
Request for quotation (RFQ) approach is used when the price is not published and only 
certain  supplier  are  invited  to  quote  in  the  aspect  of  how  they  could  meet  the 
requirements and state the cost of supply (Pooler and Pooler, 1997).
Factors in Supplier Assessment
There are many factors that affect the decision such as brand reputation, quality, and 
availability in addition to cost. Therefore, the decision should be made carefully among 
alternatives to select suppliers. There are a number of criteria beside price that generally 
is  used  in  assessment  such  as  reliability,  financial  factors,  technology,  delivery, 
availability,  quality,  sustainability,  and service.  In recent  studies,  green purchasing is 
normally included in the supplier selection criteria due to the increasing awareness of 
people in environmental competency (e.g. Humphreys, Wong and Chan, 2003; Zhu and 
Sarkis, 2004). A number of studies have defined that quality is perceived to be the most 
important  criteria  for  managers.  Contrarily,  in  practical  approach,  researchers  have 
examined that cost and delivery becomes the most impactful factor for the managers 
when the decision is made (Kannan and Tan, 2003). Nonetheless, some studies have 
argued that cost is the least important factor (Choi and Hartley, 1996). Furthermore, 
technology also takes part in supplier selection criteria because components that are not 
the core competencies of the firm usually shift to supplier with appropriate technology 
(Vonderembse and Tracey, 1999). Several factors have been determined following both 
quantitative  and  qualitative  criteria.  Quantitative  criteria  refer  to  price,  quality,  and 
delivery whereas qualitative refers to service, management compatibility, flexibility which 
are  the  criteria  difficult  to  quantify  and  requires  the  expert  to  assess  the  judgment 
(Bhutta  and  Huq,  2002).  Nevertheless,  it  is  difficult  for  managers  to  maximize  all 
dimensions’ performance (Verma and Pullman, 1998). The assessments have come with 
trade-offs  where  the  firm  has  to  balance  tangible  and  intangible  factors.  Therefore, 
managers have to weigh the emphasis of individual factors to construct the best strategy 
for business.
Environmental  challenges  have  increasingly  concerned  businesses  at  the  global  scale 
including transportation, storage, and the disposal of material waste. Since sustainable 
purchasing has become one of the important activity in logistic and supply chain activities 
(Grant, Trautrims and Wong, 2013), therefore sustainable purchasing and procurement 
play an essential role in the organisation in reducing environmental footprints which can 
start from sourcing supplier, until collaborating with suppliers, and also include lifecycle 
assessment. However, applying environmental factor into purchasing decision comes with 
trade-offs, as this area is relatively new where little theory exist (Handfield et al., 2002). 
In  order  to  reduce the  environmental  impacts,  the  firms have  to  contribute  to  their 
suppliers to enhance the environmental performance (Jabbour and Jabbour, 2009). There 
is an interrelationship between environmental factors, cost and quality (Grant, Trautrims 
and Wong, 2013). Cost performance can be improved by the improvement of quality 
whereas  quality  performance  assists  the  environmental  performance.  Good  quality 
performance can facilitate reduced material wastes from rework and carbon footprint. 
However, cost reduction is a major consideration in procurement. Buyers may prefer to 
go with the lowest price and not willing to pay more for sustainable products as well as 
implementation of sustainable practices (Grant, Trautrims and Wong, 2013).
The exploration on supplier assessment has been widely observed in different approaches 
and scenarios in different countries. Kannan and Tan (2003) have examined the attitudes 
on supplier selection of US and European managers and the impact on performance, 
whereas the supplier  selection practices in  US automotive industry at different levels 
have been compared by Choi and Hartley (1996). Yet numerous articles have focused 
purely on the impact of green supply chain management towards industry (Kumar et al., 
2015;  Zhu,  Sarkis  and Lai,  2007).  Furthermore,  culture  becomes more  essential  for 
businesses since many organisations are engaged in overseas purchasing. The alignment 
of culture between organisations can impact the decision made on supplier selection. 
Cost, delivery, quality and technology are generally included as the supplier assessment 
criteria. Cost directly relates to the purchasing job where cost savings is the main aim. 
Other factors can influence cost criterion such as delivery, technology, and quality. On 
time  delivery  becomes  more  important,  while  late  delivery  will  impact  the  cost  of 
production (Vonderembse and Tracey, 1999). Quality is also perceived to be the most 
important criteria by researchers (Verma and Pullman, 1998) because the poor quality of 
components results in rework which will impact the cost of production and delivery that 
may  require  shorter  lead  time  to  prevent  the  production  line  to  stop.  Moreover, 
technology is also important in assessment criteria as a great number of components are 
made  by  suppliers  (Vonderembse  and  Tracey,  1999).  The  firm  should  ensure  that 
technology  is  appropriate  to  enhance  the  capacity  and  the  manufacturing  process. 
Moreover, technology also plays an important role in implementing green supply chain 
practices. 
From above discussions, it could be seen that all criteria are somehow related and have 
an impact on each other. Therefore, this research will investigate how supplier selection 
criteria  have  an  impact  among  themselves  and  toward  business  performance.  This 
research is intended to include culture and green supply chain practices altogether with 
delivery, quality, cost, and technology since not so many studies have included green 
supply chain practices and culture into the assessment criteria. Hence, this research gap 
leads to the conceptual framework (See Figure 1) and hypotheses formulation. 
Hypotheses
Seven hypotheses are set to be investigated;
Hypothesis 1: On time delivery has a positive influence on business performance
Hypothesis 2: Quality has a positive influence on business performance
Hypothesis 3: Cost has a positive influence on business performance
Hypothesis 4: Technology has a positive influence on business performance
Hypothesis 5: Culture has a positive influence on business performance
Hypothesis 6: Green supply chain practices have a positive influence on business 
performance
Hypothesis 7: All dimensions of supplier selection criteria interlink with each other
METHODOLOGY
This  research  adopts  a  mixed  method  research  approach,  i.e.,  a  combination  of 
quantitative and qualitative method. Cross-sectional research was chosen for this subject 
because the study only obtained the data at a single point in time. In order to collect the 
quantitative  data  a  survey  questionnaire  was  constructed.  A  number  of  supplier 
assessment criteria were identified through the literature and questionnaire was prepared 
accordingly. Business performance questions reflected the degree of impact toward each 
criterion. Respondents were asked to complete the survey using five-points rating scale 
(1 = strongly disagree, 5 = strongly agree). The web-based questionnaire created using 
Qualtrics software was sent to the automotive businesses listed in the FAME database. 
Around  100 automotive  manufacturers  were  invited  for  the  survey however  only  38 
usable responses were received. Although the number of responses are small but the 
response rate (38%) is good compared to many published studies. 
In order to triangulate the findings of this study, survey questionnaire was complemented 
with  seven  in-depth  interviews  with  people  from  different  backgrounds  and  work 
experiences  in  the  automotive  sector.  Six  interviewees  were  directly  involved  in  the 
purchasing area while another one indirectly works in purchasing but partially involves in 
supplier selection process. Two one-to-one interviews and five telephonic interviews were 
conducted from seven automobile companies. 
To ensure that the quality of research is consistent and accurate, reliability and validity 
must be met (Bryman and Bell, 2011). Triangulation was applied between questionnaire 
and  interview  to  achieve  reliability.  The  finding  from  literature  reviews,  survey  and 
interviews were merged to ensure that the data collection is consistent. The quantitative 
data  was  securely  collected  on  the  web-based  tools  where  qualitative  data  was 
confidentially  recorded  in  a  quiet  environment  and  all  personal  data  were  kept 
anonymous.  The validity  of  data was assured by using all  materials  and information 
related to the research topic. All criteria used in the questions were directly obtained 
from reliable source, i.e., literature and company manuals. Pilot test was done to prevent 
any error in the questionnaire before it was distributed to all respondents (Bryman and 
Bell, 2011). In the aspect of interview, they were conducted with professionals directly 
and indirectly related to purchasing department. 
FINDINGS
The survey questionnaire was sent to around 100 automobile manufacturing companies 
which resulted in 38 valid responses. Descriptive analysis shows that most respondents 
(39%) were  from the  large  organisations  (between  1000-5000  employees),  whereas 
around  34% were  from organisations  less  than  1000 employees.  About  50% of  the 
respondents were senior managers, followed by assistant managers (34%) and general 
employee (16%). When asked about how many suppliers normally they deal with, most 
of  them (37%) mentioned  between 100-500 suppliers,  followed  by 51-100 suppliers 
(21%), less than 50 suppliers (18%), 501-1000 suppliers (13%) and more than 1000 
suppliers (11%). This shows that most automobile manufacturers deal with a significant 
number of suppliers that supply several small to large components.  
Variables  that  we  focus  in  this  study  comprise  of  delivery,  quality,  cost,  technology, 
culture,  green  supply  chain  practices  (GSP),  and  business  performance  (BP).  Hence 
respondents  were  asked  their  opinion  about  these  specific  criteria.  Majority  of 
respondents agree that on time delivery is important when assessing suppliers whereas 
reliable transportation is also relatively important. Respondents moderately agreed on 
other  factors  such  as  the  location  of  supplier  should  be  geographically  compatible, 
delivery takes short lead time and the firm has ability to respond to unexpected demand. 
Respondents strongly agree that the quality of supply should always meet requirements. 
Meanwhile respondents acknowledge that supplier who has certificate to guarantee the 
quality  is  important  as  well.  Respondents  highly  agree  that  the  competitive  price  of 
materials, parts, and service is more desirable and likely to win the bidding. The ability of 
supplier to reduce material cost and delivery cost is agreed by respondents as winning 
criteria while respondents slightly agree on the low labour cost. Respondents admit that 
the willingness of supplier to continually improve product and process is desirable while 
plenty amount of expertise is of less concern. Respondents somewhat agree that ability 
of the firm to set up for new products at short period of time is important and the order 
entry and invoice system of supplier is easy to use is another aspect that can win bids. 
When  asked  about  the  culture,  respondents  moderately  agree  that  cultural  match 
between  firms  is  essential  and  supplier’s  work  ethics  should  align  with  buying  firm. 
Moreover findings show that political stability of the supplier’s country is barely important 
in the opinion of respondents. In contrast, respondents slightly disagree that the firm 
should have excellent government support to their business. However, respondents tend 
to agree that honest communication between firms is important. 
When asked about the green supply chain practices, respondents relatively agree that 
the  parts  or  products  should  be  designed  to  be  environmental  friendly.  However, 
respondents also point out that the supplier with green image and willing to spend on 
environmental cost on improving system is less important, which was very interesting 
finding.  This  shows  that  automobile  companies  are  not  driven  by  image  of  the 
organisation  rather  actual  practices  followed  by  suppliers  draw  more  attention.  In 
addition,  respondents  somewhat  agree  on  supplier  that  has  high  environmental 
competencies  and  has  capability  to  generate  low  level  of  pollutant  effects.  Finally, 
respondents were asked to rate the impact of each supplier selection criteria towards 
business performance. They strongly agree that on time delivery and satisfactory quality 
has  a  positive  impact  on  the  business  performance  together  with  cost  control. 
Respondents  moderately  agreed that  cultural  alignment  and being eco-friendly  has a 
positive impact towards business performance. In order to test the proposed hypotheses, 
we run the correlation analysis on the survey data. The outcome of the analysis is shown 
in Table 1 (see below). 
Table 1: Correlations
Delivery Quality Cost Technology Culture GSP BP
Delivery 1
Quality .574** 1
Cost .643** .581** 1
Technology .480** .476** .559** 1
Culture .401** .411* .476** .489** 1
GSP .133 .006 .0249 .361* .522** 1
BP .371* .401** .459** .311** .648** .312* 1
** Correlations significant at the 0.01 level (1-tailed)
*   Correlations significant at the 0.05 level (1-tailed)
As shown in Table 1, delivery is strongly correlated with cost while moderately correlated 
with quality, technology, and culture criterion. Delivery does not correlate with green 
supply chain practices at all. However, delivery is moderately correlated with business 
performance.  Thus,  delivery  has  high  impact  on  cost  while  the  influence  on quality, 
technology, culture and business performance is somewhat affected. Hypothesis 1 (H1) is 
proved to be valid because delivery was found to be positively correlated (.371*) with 
business performance. This was also verified through the interviews. Most interviewees 
absolutely agreed that delivery highly impacts business performance because the firm 
will  not  keep  high  inventory  to  prevent  the  cash  tie  up.  One  of  the  interviewees 
mentioned that ‘delivery is one of the three key requirements of supplier’.
The correlation shows that quality moderately impacts delivery, cost, technology, culture, 
and business performance, whereas no correlation was evident with green supply chain 
practices.  Quality  was  also  found  to  be  positively  correlated  (.401**)  with  business 
performance and thus validating Hypothesis 2 (H2). All interviewees agreed that quality 
plays an important role when assessing suppliers because poor quality of supply often 
results in rework which increases the cost of supply and delivery time.
Cost  was  found  to  have  moderate  relationship  with  quality,  technology,  culture,  and 
business performance. Similar to delivery and quality, no correlation was evident with 
green supply chain practices. Hence, Hypothesis 3 (H3) was also found to be valid. One 
of the interviewees asserted this linkage by stating that ‘cost highly impacts the business 
performance because the selling price  is  set up first  from the customer’s  preference  
surveys and even before the design is set. So we have to ensure that the purchasing  
team can lower the cost to get desirable margin’.
Technology was found to be moderately correlated with all  criteria while the business 
performance was weakly but positively correlated (.311**). Therefore, correlations also 
supported Hypothesis 4 (H4) since technology was found to have a positive impact on 
business performance. In support of this finding one of the interviewees claimed that 
‘Technology is one of our prime criteria for selecting suppliers. Suppliers need to come  
up with improvements on process and product through their technology and engineering’.
According to the correlation analysis, culture moderately correlates with all criteria. This 
implies  that  culture  somewhat  impacts  delivery,  quality,  cost,  technology  and  green 
supply  chain  practices.  Yet  the  influence  of  culture  towards  business  performance  is 
relatively  strong.  Culture  showed  to  have  a  positive  impact  (.648**)  on  business 
performance which proves that Hypothesis 5 (H5) is valid. One of the interviewees stated 
that  ‘difference  in  time  zone  and  culture  makes  the  communication  between  firms  
becomes slower and often difficult. Likewise the language also affects our businesses’.
Green supply chain practices was only found to be correlated with technology and culture 
at a moderate level, while the rest do not correlate with green supply chain practices. 
Moreover, green supply chain practices slightly  affect  the business performance since 
green  supply  chain  practices  has  a  weak relationship.  Nevertheless,  Hypothesis  6  is 
proved to be valid because green supply chain practices has a positive impact (.312**) 
on business performance. One of the interviewees highlighted the importance of GSP in 
supplier  selection  by  stating  that  ‘GSP partially  impacts  the  selection  because  good 
environmental  management  comes  with  higher  cost.  If  the  bidding  prices  between  
suppliers are very close, the environmental competency may take a role’.
It  is evident from the correlation analysis that most criteria are correlated with each 
other as well as are correlated with the business performance with the exception of green 
supply  chain  practices  that  does  not  impact  business  performance.  Thus,  correlation 
provides support to all our hypotheses (H1-H6) except hypothesis 7 (H7). Correlation 
shows that delivery, quality, cost, technology, culture, and green supply chain practices 
have a positive impact on business performance. 
CONCLUSIONS
The findings obtained from a quantitative and qualitative approach reveal that the criteria 
presented in the research framework have an impact on the business performance. The 
survey findings give a rough idea on respondents’ viewpoint towards the significance of 
the  particular  criterion  while  the  interviews findings  explicate  how these  criteria  are 
important in the business. All hypotheses were tested by using bivariate correlation to 
observe the relationship among all factors. The correlation proved that hypothesis 1 to 6 
(H1-H6) are valid  while hypothesis seven (H7) is  invalid  because green supply chain 
practices did not correlate with delivery, quality, and cost factor. However, this suggests 
that more evidence is required before any generalisation can be made, given the role 
green supply chain practices does plays in  supplier  selection.  Future research should 
there aim to obtain more empirical data to further investigate this and validate these 
findings. The study can also be expanded across different sectors and different countries. 
In addition, future studies should apply other robust statistical analyses such as multiple 
regressions, path analysis and structural equation modelling. 
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